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‘Apple of America’s Eye Falls Victim to Pride 





By WALTER S. MOSSBERG 
Staff Reporter of THE WALL STREET JOURNAL 





F APPLE COMPUTER—NOW IN TAKEOVER TALKS-—ceases to be an 

independent company, it will be far more than an ordinary business 

story. For Apple has never been an ordinary company, and its key prod- 
uct, the Macintosh computer, isn’t just another machine. More than any 


other single organization, private or public, 
Apple is responsible for making technology 
cool and approachable, ushering in the era 


of the personal computer that is now trans- . 


forming the world faster than we can chronicle the 
change. Its apparent failure to survive as an indepen- 
dent business, largely due to self-inflicted wounds, is 
an object lesson that great products and bold visions 
alone can’t produce corporate success. 
Indeed, in the history of postwar American 
‘capitalism, it’s hard to think of a product 
with more influence, and a more fanatical 
customer following, than the Macintosh 
computer—or of one that was hobbled 
by as many bad management decisions 
on the part of its maker. f 
In its 19-year history, Apple has be- 
come the stuff of legend, literally start- 
ing up in a garage, and eventually be- 
coming an $11 billion company -still 
_ nearly twice as large as Microsoft but far 
less profitable. More important, in that 


ESSAY 


short time, Apple pulled off two great changes 
in the way people think about and use technolo- 
gy—‘‘paradigm shifts,” as Apple founder Steve 
Jobs liked to call them. One was to popularize the 
personal computer itself, and the other was to es- 
tablish the best way to make it usable by non- 
technical people—the Macintosh way, with a 
mouse and a “graphical user interface” of 

icons and menus instead of complex commands. 

In the process, Apple forced every other com- 
puter company, including bitter rivals like IBM 
and Microsoft, to follow-its lead. And it estab- 
lished its brand name and the familiar rainbow- 
colored Apple logo as among the best-known, 
and most positively regarded, in the world. 

What’s more, Apple’s entrepreneurial rise 
from rags to riches became a sort of American 
business fable, cited in countless books, articles 
and speeches as proof of the rightness of the 
American system. U.S. presidents liked to associ- 
ate themselves with the story, right up through 
Bill Clinton, who wooed the company politically 
and seated Apple CEO John Sculley next to Mrs. 
Clinton at his first State of the Union address. 

But while Apple won the war for comput- 
ing, it lost the battle of the marketplace to 
companies like Microsoft, whose product 
ideas were far less bold but whose business 
skills were far better. 

The first of Apple’s two great feats, which 
Mr. Jobs performed in 1977 with his co-founder 
Stephen Wozniak, was the Apple II computer. It 
was the first PC to really penetrate the public 
consciousness, the first to be widely used in busi- 
ness and education. When IBM assembled its 
team to build its own first PC years later, it re- 
portedly used Apple IIs to help manage the project, de- 
spite Big Blue’s public dismissal of the little machine. 
Even now, long after Apple stopped making them, 
Apple IIs are churning away in thousands of schools. 

Apple's next and greatest stroke came in 1984 with 
the Mac, which applied pioneering work done in the 
labs of Xerox to a commercially viable personal com- 


puter. At its debut in 1984, the machine was underpow- 





ered and widely mocked. Few “serious” computer 
jockeys would even use it. But gradually, the ‘‘comput- 
er for the rest of us’' developed a formidable following. 
Not only was the Mac’s interface far easier to use, 
but over the years it distinguished itself from IBM 
clones by coming complete with sound, good video, 
networking and many other capabilities that became 
standard only years later on competing machines. Set- 
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At bottom, Steve Wozniak (left) and Steve Jobs, two of 
Apple’s founders, hold Wozniak’s hand-assembled prototype 
of the Apple I. The original Macintosh (center) is flanked 


by John Sculley (left) and Michael Spindler. 


ting up a Mac was a piece of cake compared with the 
technical torture required to get an IBM clone going. 
Soon, the Mac became a cult object. Using brilliant 
marketing and its own corporate fable, Apple wove a 
sort of cool, counterculture aura around the Mac, mak- 
ing it the favorite tool of opinion makers in journalism, 
Hollywood, universities and the arts. It hired ‘‘evange- 
lists" to persuade software companies to make Mac 


products. And its first Mac TV ad, portraying IBM as a 
dictatorial Big Brother being smashed by Apple, re- 
mains one of the most famous commercials ever. 

But the very success of the cult of the Mac plant- 
ed the seeds of Apple’s business demise. The compa- 
ny began to believe its own PR. Even after Mr. Jobs 
was replaced by Mr. Sculley, a former Pepsi mar- 
keter, Apple often lacked a coherent business plan. It 
functioned in many ways more as a church than a 
corporation, certain that its followers and their Macs 
would inherit the earth, without sweating the details 
of how. The company saw no need until too late to 
stop charging a high premium for its machines. It 
eventually began stiffing software developers. 
Worse, Apple contemptuously underestimated com- 
petitors—especially the relentless chief of Microsoft, 
Bill Gates, who worked for years to bring the Mac's 
approach to the more numerous IBM compatibles. 

Blinded by arrogance, Apple and Mr. Sculley 
blew it big in the late 1980s, when they passed 
up a chance to license the Mac's popular op- 
erating system to other computer makers 
to permit Mac clones. That was just be- 
fore Mr. Gates finally managed to bring 
out a truly useful version of his Macin- 
tosh-imitating software for IBM com- 
patibles, called Windows. If Apple's de- 
cision had gone otherwise, it’s doubtful 
Microsoft would be ruling the computer 
business today, or that Mr. Gates would 
be America’s richest man. 
That huge blunder was compounded by 
another. The company let its famous operat- 
ing system go without a major rewrite for 
years, standing still so long that Mr. Gates 
was finally able to match the Mac’s key 
software features in Windows 95 last year. 
Meanwhile, IBM and other computer mak- 
ers started building into their machines 
most of the Mac’s hardware features and 
simplifying the setup process. 

There were other big mistakes. Apple 
first commercialized the laser printer, 
but lost the bulk of the market to 
Hewlett-Packard when it failed to 
make versions of the printers that 

could work with non-Apple computers. 

It squandered a big lead in notebook 
computers by failing to revise its popu- 
lar PowerBook line fast enough. The 
company even blew the Internet. Years 
ago, Apple actually popularized a sim- 
ple programming language for creat- 
ing hyper-linked documents, the same 

concept that a new upstart, Netscape, is 

exploiting to transform the Internet's 
World Wide Web into a huge business op- 
portunity. But Apple let its hypertext 
product, HyperCard, wither on the vine. 

_ Apple's last great effort at a third par- 
adigm shift, the Newton hand-held com- 
puter, bombed when Mr. Sculley over- 
promised its planned ability to understand 
handwriting. In recent months, the compa- 
ny has been developing a machine called 
Pippin that could become the kind of cheap 
“information appliance” that will likely suc- 
ceed the PC in many homes in coming years. 
But Apple’s top brass, under stolid and 
unimaginative CEO Michael Spindler, hasn't 
made any move to rush the machine to market 
as an Apple product, instead merely licensing 
it to a game company in Japan. : 

So it looks as though Apple may be independent no 
more, and we'll all be a little poorer for it, even those 
who never owned a Mac. None of the other big com- 
puter companies, including Microsoft, seems ready to 
take Apple’s place as the source of big innovations. 
But the laws of the marketplace bring down those who 


p ignore them, no matter how cool they think they are. 


